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percent of the total time outside the United
States away from home during the trip.
Therefore, the disallowance rules of this sec-
tion do not apply.

Example 4. D, an employee of Y Company,
who is neither a managing executive of, nor
related to, Y Company within the meaning of
paragraph (f)(5)(i) of this section, traveled
outside the United States away from home
on behalf of his employer and was reim-
bursed by Y for his traveling expense to and
from the business destination. The trip took
more than a week and D took advantage of
the opportunity to enjoy a personal vacation
which exceeded 25 percent of the total time
on the trip. Since D, traveling under a reim-
bursement arrangement, is not a managing
executive of, or related to, Y Company, he is
not considered to have substantial control
over the arranging of the business trip, and
the travel expenses shall be considered fully
allocable to business activity.

Example 5. E, a managing executive and
principal shareholder of X Company, travels
from New York to Stockholm, Sweden, to at-
tend a series of business meetings. At the
conclusion of the series of meetings, which
last 1 week, E spends 1 week on a personal
vacation in Stockholm. If E establishes ei-
ther that he did not have substantial control
over the arranging of the trip or that a
major consideration in his determining to
make the trip was not to provide an oppor-
tunity for taking a personal vacation, the
entire travel expense to and from Stockholm
shall be considered fully allocable to busi-
ness activity.

Example 6. F, a self-employed professional
man, flew from New York to Copenhagen,
Denmark, to attend a convention sponsored
by a professional society. The trip lasted 3
weeks, of which 2 weeks were spent on vaca-
tion in Europe. F generally would be re-
garded as having substantial control over ar-
ranging this business trip. Unless F can es-
tablish that obtaining a vacation was not a
major consideration in determining to make
the trip, the disallowance rules of this sec-
tion apply.

Example 7. Taxpayer G flew from Chicago
to New York where he spent 6 days on busi-
ness. He then flew to London where he con-
ducted business for 2 days. G then flew to
Paris for a 5 day vacation after which he flew
back to Chicago, with a scheduled landing in
New York for the purpose of adding and dis-
charging passengers. G would not have made
the trip except for the business he had to
conduct in London. The travel outside the
United States away from home, including 2
days for travel en route, exceeded a week and
the time devoted to nonbusiness activities
was not less than 25 percent of the total time
on such travel. The 2 days spent traveling
from Chicago to New York and return, and
the 6 days spent in New York are disregarded
for purposes of determining whether the
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travel outside the United States away from
home exceeded a week and whether the time
devoted to nonbusiness activities was less
than 25 percent of the total time outside the
United States away from home. If G is un-
able to establish either that he did not have
substantial control over the arranging of the
business trip or that an opportunity for tak-
ing a personal vacation was not a major con-
sideration in his determining to make the
trip, 5/9ths (b days devoted to nonbusiness ac-
tivities out of a total 9 days outside the
United States away from home on the trip)
of the expenses attributable to transpor-
tation and food from New York to London
and from London to New York will be dis-
allowed (unless G establishes that a different
method of allocation more clearly reflects
the portion of time outside the United States
away from home which is attributable to
nonbusiness activity).

(h) Cross reference. For rules with re-
spect to whether an expense is travel
or entertainment, see paragraph
(b)(1)(iii) of §1.274-2.

[T.D. 6758, 29 FR 12768, Sept. 10, 1964]

§1.274-5 Substantiation requirements.

(a)-(b) [Reserved]. For further guid-
ance, see §1.274-5T(a) and (b).

(c) Rules of substantiation—(1) [Re-
served]. For further guidance, see
§1.274-5T(c)(1).

2) Substantiation by adequate
records—(i) and (ii) [Reserved]. For fur-
ther guidance, see §1.274-5T'(¢c)(2)(1) and
(ii).

(iii) Documentary evidence—(A) Ex-
cept as provided in paragraph
(c)(2)(iii)(B), documentary evidence,
such as receipts, paid bills, or similar
evidence sufficient to support an ex-
penditure, is required for—

(I) Any expenditure for lodging while
traveling away from home, and

(2) Any other expenditure of $75 or
more except, for transportation
charges, documentary evidence will not
be required if not readily available.

(B) The Commissioner, in his or her
discretion, may prescribe rules waiving
the documentary evidence require-
ments in circumstances where it is im-
practicable for such documentary evi-
dence to be required. Ordinarily, docu-
mentary evidence will be considered
adequate to support an expenditure if
it includes sufficient information to es-
tablish the amount, date, place, and
the essential character of the expendi-
ture. For example, a hotel receipt is
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sufficient to support expenditures for
business travel if it contains the fol-
lowing: name, location, date, and sepa-
rate amounts for charges such as for
lodging, meals, and telephone. Simi-
larly, a restaurant receipt is sufficient
to support an expenditure for a busi-
ness meal if it contains the following:
name and location of the restaurant,
the date and amount of the expendi-
ture, the number of people served, and,
if a charge is made for an item other
than meals and beverages, an indica-
tion that such is the case. A document
may be indicative of only one (or part
of one) element of an expenditure.
Thus, a cancelled check, together with
a bill from the payee, ordinarily would
establish the element of cost. In con-
trast, a cancelled check drawn payable
to a named payee would not by itself
support a business expenditure without
other evidence showing that the check
was used for a certain business pur-
pose.

(iv)-(v) [Reserved]. For further guid-
ance, see §1.274-5T(c)(2)(iv) and (V).

(3)-(7) [Reserved]. For further guid-
ance, see §1.274-5T(c)(3) through (7).

(d)-(e) [Reserved]. For further guid-
ance, see §1.274-5T(d) and (e).

(f) Reporting and substantiation of ex-
penses of certain employees for travel, en-
tertainment, gifts, and with respect to list-
ed property—(1) through (3) [Reserved].
For further guidance, see §1.274-5T(f)(1)
through (3).

(4) Definition of an adequate account-
ing to the employer—(i) In general. For
purposes of this paragraph (f) an ade-
quate accounting means the submission
to the employer of an account book,
diary, log, statement of expense, trip
sheet, or similar record maintained by
the employee in which the information
as to each element of an expenditure or
use (described in paragraph (b) of this
section) is recorded at or near the time
of the expenditure or use, together
with supporting documentary evidence,
in a manner that conforms to all the
adequate records requirements of para-
graph (c)(2) of this section. An ade-
quate accounting requires that the em-
ployee account for all amounts re-
ceived from the employer during the
taxable year as advances, reimburse-
ments, or allowances (including those
charged directly or indirectly to the
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employer through credit cards or oth-
erwise) for travel, entertainment, gifts,
and the use of listed property. The
methods of substantiation allowed
under paragraph (c)(4) or (c)(5) of this
section also will be considered to be an
adequate accounting if the employer
accepts an employee’s substantiation
and establishes that such substan-
tiation meets the requirements of para-
graph (c)(4) or (c)(5). For purposes of an
adequate accounting, the method of
substantiation allowed under para-
graph (c)(3) of this section will not be
permitted.

(ii) Procedures for adequate accounting
without documentary evidence. The Com-
missioner may, in his or her discretion,
prescribe rules under which an em-
ployee may make an adequate account-
ing to an employer by submitting an
account book, log, diary, etc., alone,
without submitting documentary evi-
dence.

(iii) Employer. For purposes of this
section, the term employer includes an
agent of the employer or a third party
payor who pays amounts to an em-
ployee under a reimbursement or other
expense allowance arrangement.

(5) [Reserved]. For further guidance,
see §1.274-5T(£)(5).

(g) Substantiation by reimbursement ar-
rangements or per diem, mileage, and
other traveling allowances—(1) In gen-
eral. The Commissioner may, in his or
her discretion, prescribe rules in pro-
nouncements of general applicability
under which allowances for expenses
described in paragraph (g)(2) of this
section will, if in accordance with rea-
sonable business practice, be regarded
as equivalent to substantiation by ade-
quate records or other sufficient evi-
dence, for purposes of paragraph (c) of
this section, of the amount of the ex-
penses and as satisfying, with respect
to the amount of the expenses, the re-
quirements of an adequate accounting
to the employer for purposes of para-
graph (f)(4) of this section. If the total
allowance received exceeds the deduct-
ible expenses paid or incurred by the
employee, such excess must be reported
as income on the employee’s return.
See paragraph (j)(1) of this section re-
lating to the substantiation of meal ex-
penses while traveling away from
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home, and paragraph (j)(2) of this sec-
tion relating to the substantiation of
expenses for the business use of a vehi-
cle.

(2) Allowances for expenses described.
An allowance for expenses is described
in this paragraph (g)(2) if it is a—

(i) Reimbursement arrangement cov-
ering ordinary and necessary expenses
of traveling away from home (exclusive
of transportation expenses to and from
destination);

(ii) Per diem allowance providing for
ordinary and necessary expenses of
traveling away from home (exclusive of
transportation costs to and from des-
tination); or

(iii) Mileage allowance providing for
ordinary and necessary expenses of
local transportation and transpor-
tation to, from, and at the destination
while traveling away from home.

(h) [Reserved]. For further guidance,
see §1.274-5T(h).

(i) [Reserved]

(j) Authority for optional methods of
computing certain expenses—(1) Meal ex-
penses while traveling away from home.
The Commissioner may establish a
method under which a taxpayer may
use a specified amount or amounts for
meals while traveling away from home
in lieu of substantiating the actual
cost of meals. The taxpayer will not be
relieved of the requirement to substan-
tiate the actual cost of other travel ex-
penses as well as the time, place, and
business purpose of the travel. See
paragraphs (b)(2) and (c) of this section.

(2) Use of mileage rates for vehicle ex-
penses. The Commissioner may estab-
lish a method under which a taxpayer
may use mileage rates to determine
the amount of the ordinary and nec-
essary expenses of using a vehicle for
local transportation and transpor-
tation to, from, and at the destination
while traveling away from home in lieu
of substantiating the actual costs. The
method may include appropriate limi-
tations and conditions in order to re-
flect more accurately vehicle expenses
over the entire period of usage. The
taxpayer will not be relieved of the re-
quirement to substantiate the amount
of each business use (i.e., the business
mileage), or the time and business pur-
pose of each use. See paragraphs (b)(2)
and (c) of this section.
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(3) Incidental expenses while traveling
away from home. The Commissioner
may establish a method under which a
taxpayer may use a specified amount
or amounts for incidental expenses
paid or incurred while traveling away
from home in lieu of substantiating the
actual cost of incidental expenses. The
taxpayer will not be relieved of the re-
quirement to substantiate the actual
cost of other travel expenses as well as
the time, place, and business purpose of
the travel.

(k) Ezceptions for qualified nonpersonal
use vehicles—(1) In general. The substan-
tiation requirements of section 274(d)
and this section do not apply to any
qualified nonpersonal use vehicle (as
defined in paragraph (k)(2) of this sec-
tion).

(2) Qualified nonpersonal use vehicle—
(i) In general. For purposes of section
274(d) and this section, the term quali-
fied monpersonal use vehicle means any
vehicle which, by reason of its nature
(that is, design), is not likely to be
used more than a de minimis amount
for personal purposes.

(ii) List of vehicles. Vehicles which are
qualified nonpersonal use vehicles in-
clude the following:

(A) Clearly marked police, fire, and
public safety officer vehicles (as de-
fined and to the extent provided in
paragraph (k)(3) of this section).

(B) Ambulances used as such or
hearses used as such.

(C) Any vehicle designed to carry
cargo with a 1loaded gross vehicle
weight over 14,000 pounds.

(D) Bucket trucks (cherry pickers).

(E) Cement mixers.

(F) Combines.

(G) Cranes and derricks.

(H) Delivery trucks with seating only
for the driver, or only for the driver
plus a folding jump seat.

(I) Dump trucks (including garbage
trucks).

(J) Flatbed trucks.

(K) Forklifts.

(L) Passenger buses used as such with
a capacity of at least 20 passengers.

(M) Qualified moving vans (as defined
in paragraph (k)(4) of this section).

(N) Qualified specialized utility re-
pair trucks (as defined in paragraph
(k)(5) of this section).

(O) Refrigerated trucks.
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(P) School buses (as defined in sec-
tion 4221(d)(7)(c)).

(Q) Tractors and other special pur-
pose farm vehicles.

(R) Unmarked vehicles used by law
enforcement officers (as defined in
paragraph (k)(6) of this section) if the
use is officially authorized.

(S) Such other vehicles as the Com-
missioner may designate.

(3) Clearly marked police, fire, or public
safety officer vehicles. A police, fire, or
public safety officer vehicle is a vehi-
cle, owned or leased by a governmental
unit, or any agency or instrumentality
thereof, that is required to be used for
commuting by a police officer, fire
fighter, or public safety officer (as de-
fined in section 402(1)(4)(C) of this chap-
ter) who, when not on a regular shift, is
on call at all times, provided that any
personal use (other than commuting) of
the vehicle outside the limit of the po-
lice officer’s arrest powers or the fire
fighter’s or public safety officer’s obli-
gation to respond to an emergency is
prohibited by such governmental unit.
A police, fire, or public safety officer
vehicle is clearly marked if, through
painted insignia or words, it is readily
apparent that the vehicle is a police,
fire, or public safety officer vehicle. A
marking on a license plate is not a
clear marking for purposes of this
paragraph (k).

(4) Qualified moving van. The term
qualified moving van means any truck
or van used by a professional moving
company in the trade or business of
moving household or business goods
if—

(i) No personal use of the van is al-
lowed other than for travel to and from
a move site (or for de minimis personal
use, such as a stop for lunch on the way
between two move sites);

(ii) Personal use for travel to and
from a move site is an irregular prac-
tice (that is, not more than five times
a month on average); and

(iii) Personal use is limited to situa-
tions in which it is more convenient to
the employer, because of the location
of the employee’s residence in relation
to the location of the move site, for the
van not to be returned to the employ-
er’s business location.

(5) Qualified specialiced utility repair
truck. The term qualified specialized util-
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ity repair truck means any truck (not
including a van or pickup truck) spe-
cifically designed and used to carry
heavy tools, testing equipment, or
parts if—

(i) The shelves, racks, or other per-
manent interior construction which
has been installed to carry and store
such heavy items is such that it is un-
likely that the truck will be used more
than a de minimis amount for personal
purposes; and

(ii) The employer requires the em-
ployee to drive the truck home in order
to be able to respond in emergency sit-
uations for purposes of restoring or
maintaining electricity, gas, tele-
phone, water, sewer, or steam utility
services.

(6) Unmarked law enforcement vehi-
cles—(i) In general. The substantiation
requirements of section 274(d) and this
section do not apply to officially au-
thorized uses of an unmarked vehicle
by a ‘“‘law enforcement officer’”. To
qualify for this exception, any personal
use must be authorized by the Federal,
State, county, or local governmental
agency or department that owns or
leases the vehicle and employs the offi-
cer, and must be incident to law-en-
forcement functions, such as being able
to report directly from home to a
stakeout or surveillance site, or to an
emergency situation. Use of an un-
marked vehicle for vacation or recre-
ation trips cannot qualify as an au-
thorized use.

(ii) Law enforcement officer. The term
law enforcement officer means an indi-
vidual who is employed on a full-time
basis by a governmental unit that is
responsible for the prevention or inves-
tigation of crime involving injury to
persons or property (including appre-
hension or detention of persons for
such crimes), who is authorized by law
to carry firearms, execute search war-
rants, and to make arrests (other than
merely a citizen’s arrest), and who reg-
ularly carries firearms (except when it
is not possible to do so because of the
requirements of undercover work). The
term ‘‘law enforcement officer” may
include an arson investigator if the in-
vestigator otherwise meets the require-
ments of this paragraph (k)(6)(ii), but
does not include Internal Revenue
Service special agents.
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(7)) Trucks and vans. The substan-
tiation requirements of section 274(d)
and this section apply generally to any
pickup truck or van, unless the truck
or van has been specially modified with
the result that it is not likely to be
used more than a de minimis amount
for personal purposes. For example, a
van that has only a front bench for
seating, in which permanent shelving
that fills most of the cargo area has
been installed, that constantly carries
merchandise or equipment, and that
has been specially painted with adver-
tising or the company’s name, is a ve-
hicle not likely to be used more than a
de minimis amount for personal pur-
poses.

(8) Examples. The following examples
illustrate the provisions of paragraph
(k)(3) and (6) of this section:

Example 1. Detective C, who is a ‘‘law en-
forcement officer’” employed by a state po-
lice department, headquartered in City M, is
provided with an unmarked vehicle
(equipped with radio communication) for use
during off-duty hours because C must be able
to communicate with headquarters and be
available for duty at any time (for example,
to report to a surveillance or crime site).
The police department generally has offi-
cially authorized personal use of the vehicle
by C but has prohibited use of the vehicle for
recreational purposes or for personal pur-
poses outside the state. Thus, C’s use of the
vehicle for commuting between headquarters
or a surveillance site and home and for per-
sonal errands is authorized personal use as
described in paragraph (k)(6)(i) of this sec-
tion. With respect to these authorized uses
the vehicle is not subject to the substan-
tiation requirements of section 274(d) and
the value of these uses is not included in C’s
gross income.

Example 2. Detective T is a ‘‘law enforce-
ment officer’” employed by City M. T is au-
thorized to make arrests only within M’s
city limits. T, along with all other officers of
the force, is ordinarily on duty for eight
hours each work day and on call during the
other sixteen hours. T is provided with the
use of a clearly marked police vehicle in
which T is required to commute to his home
in City M. The police department’s official
policy regarding marked police vehicles pro-
hibits its personal use (other than com-
muting) of the vehicles outside the city lim-
its. When not using the vehicle on the job, T
uses the vehicle only for commuting, per-
sonal errands on the way between work and
home, and personal errands within City M.
All use of the vehicle by T conforms to the
requirements of paragraph (k)(3) of this sec-
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tion. Therefore, the value of that use is ex-
cluded from T’s gross income as a working
condition fringe and the vehicle is not sub-
ject to the substantiation requirements of
section 274(d).

Example 3. Director C is employed by City
M as the director of the City’s rescue squad
and is provided with a vehicle for use in re-
sponding to emergencies. Director C is
trained in rescue activity and has the legal
authority and legal responsibility to engage
in rescue activity. The city’s rescue squad is
not a part of City M’s police or fire depart-
ments. The director’s vehicle is a sedan
which is painted with insignia and words
identifying the vehicle as being owned by the
City’s rescue squad. C, when not on a regular
shift, is on call at all times. The City’s offi-
cial policy regarding clearly marked public
safety officer vehicles prohibits personal use
(other than for commuting) of the vehicle
outside of the limits of the public safety offi-
cer’s obligation to respond to an emergency.
When not using the vehicle to respond to
emergencies, City M authorizes C to use the
vehicle only for commuting, personal er-
rands on the way between work and home,
and personal errands within the limits of C’s
obligation to respond to emergencies. With
respect to these authorized uses, the vehicle
is not subject to the substantiation require-
ments of section 274(d) and the value of these
uses is not includable in C’s gross income.

Example 4. Coroner D is employed by Coun-
ty N to investigate and determine the cause,
time, and manner of certain deaths occur-
ring in the County. Coroner D also safe-
guards the property of the deceased, notifies
the next of kin, conducts inquests, and ar-
ranges for the burial of indigent persons. D is
provided with a vehicle for use by County N.
The vehicle is to be used in County N busi-
ness and for commuting. Personal use other
than for commuting purposes is forbidden. D
is trained in rescue activity but has no legal
authority or legal responsibility to engage in
rescue activity. D’s vehicle is a sedan which
is painted with insignia and words identi-
fying it as a County N vehicle. D, when not
on a regular shift, is on call at all times. D
does not satisfy the criteria of a public safe-
ty officer under 28 CFR 32.3 (2008). Thus, D’s
vehicle cannot qualify as a clearly marked
public safety officer vehicle. Accordingly,
business use of the vehicle is subject to the
substantiation requirements of section
274(d), and the value of any personal use of
the vehicle, such as commuting, is includ-
able in D’s gross income.

(1) Definitions. For purposes of section
274(d) and this section, the terms auto-
mobile and vehicle have the same mean-
ings as prescribed in §1.61-21(d)(1)(ii)
and (e)(2), respectively. Also, for pur-
poses of section 274(d) and this section,
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the terms employer, employee and per-
sonal use have the same meanings as
prescribed in §1.274-6T(e).

(m) Effective date. This section ap-
plies to expenses paid or incurred after
December 31, 1997. However, paragraph
(j)(3) of this section applies to expenses
paid or incurred after September 30,
2002, and paragraph (k) applies to clear-
ly marked public safety officer vehi-
cles, as defined in §1.274-5(k)(3), only
with respect to uses occurring after
May 19, 2010.

[T.D. 8864, 65 FR 4122, Jan. 26, 2000; 65 FR
15547, Mar. 23, 2000, as amended by T.D. 9020,
67 FR 68513, Nov. 12, 2002; T.D. 9064, 68 FR
39011, July 1, 2003; T.D. 9483, 75 FR 27936, May
19, 2010]

§1.274-5T Substantiation
ments (temporary).

require-

(a) In general. For taxable years be-
ginning on or after January 1, 1986, no
deduction or credit shall be allowed
with respect to—

(1) Traveling away from home (in-
cluding meals and lodging),

(2) Any activity which is of a type
generally considered to constitute en-
tertainment, amusement, or recre-
ation, or with respect to a facility used
in connection with such an activity, in-
cluding the items specified in section
274(e),

(3) Gifts defined in section 274(b), or

(4) Any listed property (as defined in
section 280F(d)(4) and §1.280F-6T(b)),
unless the taxpayer substantiates each
element of the expenditure or use (as
described in paragraph (b) of this sec-
tion) in the manner provided in para-
graph (c) of this section. This limita-
tion supersedes the doctrine found in
Cohan v. Commissioner, 39 F. 2d 540 (2d
Cir. 1930). The decision held that, where
the evidence indicated a taxpayer in-
curred deductible travel or entertain-
ment expenses but the exact amount
could not be determined, the court
should make a close approximation and
not disallow the deduction entirely.
Section 274(d) contemplates that no de-
duction or credit shall be allowed a
taxpayer on the basis of such approxi-
mations or unsupported testimony of
the taxpayer. For purposes of this sec-
tion, the term entertainment means en-
tertainment, amusement, or recre-
ation, and use of a facility therefor;

26 CFR Ch. | (4-1-14 Edition)

and the term expenditure includes ex-
penses and items (including items such
as losses and depreciation).

(b) Elements of an expenditure or use—
(1) In general. Section 274(d) and this
section contemplate that no deduction
or credit shall be allowed for travel, en-
tertainment, a gift, or with respect to
listed property unless the taxpayer
substantiates the requisite elements of
each expenditure or use as set forth in
this paragraph (b).

(2) Travel away from home. The ele-
ments to be provided with respect to an
expenditure for travel away from home
are—

(i) Amount. Amount of each separate
expenditure for traveling away from
home, such as cost of transportation or
lodging, except that the daily cost of
the traveler’s own breakfast, lunch,
and dinner and of expenditures inci-
dental to such travel may be aggre-
gated, if set forth in reasonable cat-
egories, such as for meals, for gasoline
and oil, and for taxi fares;

(ii) Time. Dates of departure and re-
turn for each trip away from home, and
number of days away from home spent
on business;

(iii) Place. Destinations or locality of
travel, described by name of city or
town or other similar designation; and

(iv) Business purpose. Business reason
for travel or nature of the business
benefit derived or expected to be de-
rived as a result of travel.

(3) Entertainment in general. The ele-
ments to be proved with respect to an
expenditure for entertainment are—

(i) Amount. Amount of each separate
expenditure for entertainment, except
that such incidental items as taxi fares
or telephone calls may be aggregated
on a daily basis;

(ii) Time. Date of entertainment;

(iii) Place. Name, if any, address or
location, and destination of type of en-
tertainment, such as dinner or theater,
if such information is not apparent
from the designation of the place;

(iv) Business purpose. Business reason
for the entertainment or nature of
business benefit derived or expected to
be derived as a result of the entertain-
ment and, except in the case of busi-
ness meals described in section
274(e)(1), the nature of any business dis-
cussion or activity;
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